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 ACE Research Vignette: What is the value of entrepreneurship? 
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team and other  
international Entrepreneurship researchers. In this vignette, we summarise the findings from a paper written by Mirjam 
van Praag and Peter Versloot that examines the research relating to the value of entrepreneurship. 
 
 
Background and Research Question 
 
It is argued that entrepreneurship contributes to the economic growth and development of nations. As individual 
research studies can sometimes arrive at conflicting results on this issue it is important to assess results across many 
studies. The paper written by van Praag and Versloot therefore examines the degree to which empirical evidence, from a 
large number of previously written papers and sources, is able to address this and specifically to answer the question: 
What is the contribution of entrepreneurs to (1) employment generation and dynamics, (2) innovation, and (3) 
productivity and growth, relative to the entrepreneurs counterparts.  
 
This study defined entrepreneurial firms as being those that either employ fewer than 100 people, have been inexistence 
for less than 7 years, or they are a new entrant to the market. Hence, the counterparts are incumbent firms, employ more 
than 100 people, or have been in existence for more than 7 years 
 
 
How they investigated this 
 
In order to investigate these questions the authors examined previously conducted studies that had been published in 
high impact academic journals from 1995 to 2007. Additional research findings were obtained from more recent 
discussion papers published between 2002 and early 2007. Overall this resulted in a sample consisting of 57 unique 
studies. 
 
What they found 
 
We have summarised their findings relative to four dimensions: contribution to employment, contribution to innovation, 
contributions to productivity and growth and contribution to utility - that is whether individuals are better of by being 
entrepreneur. 
 
Employment 
 
The research confirms that entrepreneurs do create more employment than their counterparts, however the dynamic 
nature of the employment creation process suggests that this may create labour market instability.  This entrepreneurial 
growth also impacts incumbent firms suggesting that there is a positive long term effect on employment creation. Job 
quality is on average somewhat lower for entrepreneurial firms largely due to the propensity to hire employees with 
lower levels of education and experience. Despite the fact that employees are more satisfied with their entrepreneurial 
jobs they do earn less and have access to less employee benefits.  
 
 
  
Innovation 
 
Entrepreneurs do not spend more on R&D than counterpart firms. This is exhibited through entrepreneurial firms 
generating fewer patents, and fewer new products & technologies. However, some studies suggest the innovative output 
of entrepreneurial firms is greater in relation to their (employment size) , and while their percentage of radical 
innovations may be lower there is indication that the average innovation quality is relatively high among entrepreneurial 
firms.. 
 
Productivity and growth 
 
The research finds that the overall contribution that entrepreneurs make to productivity levels using contribution to GDP 
is low. However in respect of value added and productivity growth rates, entrepreneurs demonstrate relatively high 
growth rates.  
 
Utility 
 
Whilst the research shows that both the mean and median income levels of entrepreneurs is lower or similar to those 
deemed to be employees, thereby leading to lower levels of utility this does not take into account the other less tangible 
benefits that may accrue such as greater autonomy. It is also apparent that entrepreneurs exhibit higher levels of job 
satisfaction than employees. 
 
 
Business and policy advice 
 
What is clear is that the research does support the positive contribution that entrepreneurs do make to the economy. 
This does not automatically mean that any efforts to increase entrepreneurial activities will further increase these positive 
effects. What the paper does highlight is the opportunity for business and academe to continue to work together to 
investigate in more detail the possible causes of these findings. This provides a better position from which policy or 
business advice could be offered.  
 
 
____________________________________________________________________________________ 
 
This research vignette was written by: Neil James, Executive Manager - External Relations Manager ACE based on the 
original paper written by van Praag and Versloot. 
  
Check the source & learn more from:  
 
van Praag, C.M. & Versloot, P.H. (2007). What is the value of entrepreneurship? A review of recent research.  Small 
Business Economics. http://www.springerlink.com/content/x42715x040743857. 
